CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION

1. Refer to the Application generally.

a. Provide an organizational chart of Water Service Kentucky, and designate
whether each position is based in Kentucky or elsewhere.

b. Provide an organizational chart of WSC Shared Services (WSC), and designate
whether each position is based in Kentucky or elsewhere, and what the allocation
factor to Water Service Kentucky is for each position.

c. Provide an organizational chart of Corix Corporate Services, and designate
whether each position is based in Kentucky or elsewhere, and what the allocation
factor to Water Service Kentucky is for each position.

d. Provide an organizational chart of Corix Regulated Utilities, Inc., and designate
whether each position is based in Kentucky or elsewhere, and what the allocation

factor to Water Service Kentucky is for each position.

RESPONSE:

a. Please see the attached file, “Response to AG 1.01 - Organization Chart WSCKY”

b. Please see the attached files:
“Response to AG 1.01 - Organization Chart WSCKY” the allocation factor for the
WSCKY Employees is 100%.
“Response to AG 1.01 - Organization Chart WSC” the allocation factor for the WSC
Employees is 2.33%.
“Response to AG 1.01 - Organization Chart RVP” the allocation factor for the RVP

Employees is 13.67%.
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c. The Company does not maintain a specific organizational chart of Corix Corporate
Services. Please refer to the attachment provided in response to Staff DR 2.20, which
shows how corporate costs are allocated to WSCK.

d. The Company does not maintain a specific organizational chart of Corix Regulated
Utilities, Inc. Please refer to the attachment provided in response to Staff DR 2.20, which
shows how corporate costs are allocated to WSCK.

WITNESS:

Perry Brown, Senior Financial Analyst
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2. Refer to the Application generally. Provide a list of all entities that direct charge or
allocate costs to Water Service Kentucky, and include the total amounts of costs that are

direct charged and/or allocated to the Company in the test year.

RESPONSE:
Please see the attached file, “Response to AG DR 1.02 - WSCKY Allocated v. Direct”. Waster
Service Kentucky receive allocations from WSC, the Midwest Regional Cost Center, and the

Midwest-MidAtlantic Vice President Cost Center.

WITNESS: Perry Brown, Senior Financial Analyst
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3. Refer to the Application generally. Confirm whether Water Service Kentucky is
requesting any costs associated with Project Phoenix to be included in the revenue
requirement in the pending rate case. If so, identify the costs included in the revenue

requirement by amount and by type.

RESPONSE:

Since WSCK is requesting the PSC reestablish computer plant balances based on the PSC’s
assertion that computer assets last 22.5 years it has requested costs associated with Project
Phoenix to be included in WSCK’s revenue requirement. $8,046 was included in WSCK’s
depreciation expense for Project Phoenix.

WITNESS: Perry Brown, Senior Financial Analyst
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4. Refer to the Application generally. Provide a list that specifies all proposed pro forma
adjustments, the amount of each pro forma adjustment, along with a description of each

adjustment.

RESPONSE:

Please refer to the direct testimony of Company witness Guttormsen starting on pp. 16.
Additionally, formulaic support for the calculations that develop each pro forma
adjustment can be found in the attachment provided in response to PSC Staff data request
1.03 entitled “Response to Staff DR 1.3 - Filing Template”.

WITNESS:

Rob Guttormsen
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5. Refer to the Application generally. Pursuant to 807 KAR 5:001, Section 17(3), provide
the proof of publication for both the original and corrected rate increase notice that was
issued to Water Service Kentucky customers. Also, provide copies of all other
notifications of the rate increase that Water Service Kentucky sent to the customers via

bill inserts, posted on social media, etc.

RESPONSE:

Please see attached affidavit of Ann Raponi for the proof of publication. Copies of the
mailings were filed with the Application as Exhibit 3 and with the Corrected Notice filed
on June 18, 2020. Those notices have been posted to WSCK’s website.

WITNESS:

Rob Guttormsen
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6. Refer to the Application generally. Provide a detailed description of Water Service
Kentucky’s relationship with the cities of Middlesboro and Clinton. Ensure to include
whether Water Service Kentucky has a physical office in either city for customers to call

for assistance, come in to pay their bill, etc.

RESPONSE:

In the city of Clinton, WSCK contract operates the city’s wastewater system, and provides billing
services for said system. The city of Clinton collects payments for WSCK at their city
hall. WSCK has a local office at 100 E Jackson St., in Clinton, where customers may come in, or
call, with any concerns or questions.

In the city of Middlesboro, WSCK performs billing services for the city, for garbage collection,
and wastewater. The City of Middlesboro collects payments for WSCK at their city hall. WSCK
has a local office at 102 Water Plant Rd., in Middlesboro, where customers may come in, or call,
with any concerns or questions.

WITNESS: Stephen Vaughn State Operations Manager
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7. Refer to the Application generally. Explain in detail whether Water Service Kentucky

provides annual reports of any kind to Middlesboro and Clinton. Explain why or why not.

RESPONSE:

WSCK files annual reports with the PSC every year and the annual reports are available
to the public on the PSC’s website.
WITNESS:

Rob Guttormsen
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8. Refer to the Application, page 1, paragraph 3, in which Water Service Kentucky states
that it provides water service to approximately 6,955 equivalent residential customers.
a. Explain whether the equivalent residential customers are different from actual
customers.
b. If there is a difference, then identify the number of actual customers that Water
Service Kentucky provides service to in Middlesboro and Clinton, broken down

by each city.

RESPONSE:
a. Equivalent residential customer is a ratio assigned to a customer or class of customers
based on meter size and an average number of gallons per day.
b. The Company has 572 customers (premises) in the Clinton service territory and 5,530

customers (premises) in the Middlesboro service territory.

WITNESS: Perry Brown, Senior Financial Analyst



CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY

RESPONSES TO ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION

9. Refer to the Application, page 2, paragraph 10.

a.

Compare and contrast Water Service Kentucky’s proposed Qualified
Infrastructure Program (QIP) to Kentucky-American Water Company’s
(Kentucky-American) recently approved QIP in Case No. 2018-00358.

Provide the number of miles of pipeline that Water Service Kentucky has replaced
in the past five calendar years. Ensure to include the type of pipeline that was
replaced, and whether it was a planned replacement or a replacement based upon
a water break, etc.

Provide the number of miles of pipeline that Water Service Kentucky proposes to
replace each year under the QIP, if approved. Also, include the type of pipeline
that will be replaced, and whether any designated geographical areas will be

targeted first.

RESPONSE:

a.

The main difference between WSCK’s QIP and KAWC’s QIP is that WSCK is proposing
to use the operating ratio method to calculate the QIP revenue requirement.

Please refer to the attachment provided in response to staff question 1.36 and 1.37.

The Company anticipates replacing approximately 1 (one) mile of pipeline every
calendar year under the QIP, if approved. The large majority of the pipe that will be
replaced is cast iron, and we will be targeting areas where there is a history of more
frequent main breaks. In Middlesboro, pipelines near Cumberland Avenue are our

primary target due to age and concerns surrounding their condition. In Clinton, South
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Washington Street and East Clay Street will be targeted for similar reasons. Most of the

pipe to be replaced is made of cast iron.

WITNESS:

Rob Guttormsen and Stephen Vaughn

10. Refer to the Application, page 3, paragraph 12.

a. Explain why Water Service Kentucky does not file an alternative rate filing
pursuant to 807 KAR 5:076, due to not having gross annual revenues greater than
$5,000,000.

b. Explain whether Water Service Kentucky has ever considered filing an alternative
rate filing in order to potentially save money for the ratepayers.

RESPONSE:

WSCK has previously considered filing an alternate rate filing. In bearing the burden of
proof to demonstrate the reasonableness of its rates, WSCK believed that a more
thorough application made pursuant to the general adjustment of existing rates would be
the best vehicle in presenting its case to the Commission and potential intervenors.
WSCK’s application in this matter contains more detailed information on which the
Commission can render its decision as compared to the information required to be filed
pursuant to the Alternate Rate Adjustment Procedure. It is also worth noting that there is
no guarantee that a rate case processed under 807 KAR 5:076 will result in lower rate
case expenses as the question presumes. Even though the Alternate Rate Adjustment

application requires fewer documents to file, the Commission may order and any
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11.

intervenor can request the same information in a case filed under 807 KAR 5:076 as one
filed under 807 KAR 5:001. Based on WSCK’s previous rate cases, it did not expect that
rate case expense would be lower if it filed its application under the Alternate Rate
Adjustment Procedure.

WITNESS:

Rob Guttormsen

Refer to the Application, Exhibit 2. Compare and contrast Water Service Kentucky’s
proposed Hidden Leak Adjustment Policy to Kentucky-American’s Hidden Leak

Adjustment Policy. Ensure to identify any material differences between the two policies.

RESPONSE:

There are no material differences between KAWC’s leak adjustment policy and WSCK’s
proposed leak adjustment policy.

WITNESS:

Rob Guttormsen
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12. Refer to the Direct Testimony of Steven Lubertozzi (Lubertozzi Testimony), page 4.
Explain whether Water Service Kentucky has recently analyzed the cost to hire either in-
house operations or third-party vendors versus the costs allocated from WSC and Corix

for comparable services.

RESPONSE:

Company witness Baryenbruch provides analysis of the cost comparison to hire either
third-party vendors versus the costs allocated from WSC and Corix for comparable
services in this case. Please refer to the direct testimony and exhibits of witness
Baryenbruch.

WITNESS:

Steve Lubertozzi
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13. Refer to the Lubertozzi Testimony, page 5.

a. Mr. Lubertozzi states that Water Service Kentucky’s State Manager reviews the
allocated expenses received from WSC’s accounting department and requests
further information regarding the nature, level, and reasonableness of any expense
that he determines may not be appropriate for allocation. Explain whether Water
Service Kentucky refused to pay for an allocation from WSC in 2019 and 2020,
and if so, provide a detailed list of all allocations that Water Service Kentucky
refused to pay from WSC.

b. Explain whether Water Service Kentucky has the same process to review
allocated expenses from Corix. Further, explain whether Water Service Kentucky
refused to pay for an allocation from Corix in 2019 and 2020, and if so, provide a
detailed list of all allocations that Water Service Kentucky refused to pay from
Corix.

c. Mr. Lubertozzi states that for the purposes of this rate case, Water Service
Kentucky evaluated all costs originating from employee expense reports that are
allocated from WSC to Water Service Kentucky and removed certain expenses
regardless of Water Service Kentucky’s position that these expenses were
prudently incurred. Provide a detailed list of the removed expenses, and explain

why Water Service Kentucky removed them from the rate case.

RESPONSE:
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a. WSCK operations has not refused an allocation from WSC during 2019 and 2020
because it did not find any allocation from WSC to be unreasonable nor imprudent.

b. The process in reviewing allocations from WSC has not changed. WSCK operations
reviews all costs that are allocated from WSC, including Corix costs that are allocated
from WSC to WSCK through the tier 2 allocation. WSCK operations has not refused an
allocation from WSC during 2019 and 2020 because it did not find any allocation from
WSC to be unreasonable nor imprudent.

c. Inresponding to this data request, WSCK recognized that the adjustment for removal of
allocated expense reports is the same in this case as was proposed in Case No. 2018-
00208. Please see the attached file entitled “Response to AG DR 1.13 - Allocated

Expense Report Removal.

WITNESS:

Steve Lubertozzi
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14. Refer to the Lubertozzi Testimony, page 7, in which Mr. Lubertozzi discusses $118,000
in new services and costs that are included in this rate case, not previously approved by
the Commission. Provide a detailed breakdown of the $118,000 expense, and provide an

explanation as to why the new services and costs are necessary.

RESPONSE:

Please refer to the attachment provided in response to Staff data request 2.22 entitled “Response
to Staff DR 2.22 - WSCK Pro Forma CAM Cost Adjustment TTM - 2020.03.31”. Additionally,
justification for these costs has been filed with WSCK’s direct filed application, please see
Company witness Elicegui’s direct testimony and exhibits.

WITNESS:

Steve Lubertozzi



CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION

15. Refer to the Direct Testimony of Robert Guttormsen (Guttormsen Testimony), page 7.

a. Mr. Guttormsen states that Water Service Kentucky is proposing adjustments to
expense and rate base grounded upon known and measurable post-test year
changes, items that can be reasonably predicted to occur in the rate effective year,
or both so that it can continue to provide safe, reliable, and efficient water utility
services to its customers while earning a reasonable operating margin for its
investors.

i. Explain how, based upon Commission precedent, proposing adjustments
to post-test year items meets the ratemaking criteria of being known and
measurable.

ii. Provide a detailed list of all post-test year adjustments that Water Service
Kentucky is proposing in the pending rate case, and include a description
and the amount of each adjustment.

b. Mr. Guttormsen states that Water Service Kentucky just had its last rate increase
on February 11, 2019. Based upon the rates having just increased in 2019, explain
how Water Service Kentucky believes it is fair, just, and reasonable to request a
38.32% increase of annual revenues in the pending rate case.

c. Mr. Guttormsen asserts that Water Service Kentucky is operating at a book loss
for the trailing twelve months ending March 31, 2020. Explain in detail how
Water Service Kentucky is operating at a book loss.

d. Mr. Guttormsen asserts that the requested rate increase in the pending case

includes an allowance that will afford Water Service Kentucky the opportunity to
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earn a 12% return on pro forma operating expenses. Provide what a 12% return on
pro forma operating expenses is equivalent to in a return on equity, and provide

all calculations of the same.

RESPONSE:

i. Please refer to Company witness Guttormsen’s direct testimony, page 7.

Guttormsen did not assert that “proposing adjustments to post-test year items
meets the ratemaking criteria of being known and measurable”, Guttormsen
stated that “the Company is proposing adjustments to expenses and rate base
grounded upon known and measurable post-test year changes, items that can be
reasonably predicted to occur in the rate effective year, or both”.
Sound ratemaking should account for items that can reasonably be predicted to
occur in the rate effective year, as well as, known and measurable changes. If
post-test year changes are not reflected in rates it could overburden either the rate
payer or WSCK’s shareholder with rates that produce revenues which do not
reflect costs and investment on a going level basis, reflect non-recurring costs, or
abnormal fluctuations that may have occurred within the historical test period.

ii. Justification and narrative for pro-forma adjustments are contained within
Company witness direct testimony and the application overall. Calculations
developing each proforma adjustment are contained in the attachment provided in
response to Staff data request 1.03 entitled “Response to Staff DR 1.3 - Filing

Template™.



CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION

b. Current rates are based on a historical test year ended December 31, 2017. Rates
stemming from Case No. 2018-00208 were placed into effect approximately 19 months
ago. Drivers for increased rates are discussed in the Company’s direct application.

c. Please refer to the attachment provided in response to Staff data request 1.03, tab “Sch.B-
I.S” which shows both the per books and pro forma present income statement. WSCK’s
book costs for the twelve months ended March 31, 2020 were $2,914,728 and its book
revenues for the same period were $2,846,262, please see column B. Adjusting costs on a
pro forma basis, including items such as asset management (interior and exterior tank
maintenance), accounting for consumption decline trends, rate year salaries expense,
parent company services, and depreciation and taxes produces a book net loss of
$348,676, which is shown in column D.

d. The allowance for an operating ratio of 88% is based on Commission decisions in
WSCK’s past (4) general rate cases. WSCK did not perform a ROE study, nor is it

requesting rate base/rate of return treatment in Case No. 2020-00160.

WITNESS:

Rob Guttormsen
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16. Refer to the Guttormsen Testimony, pages 9-10.

a. Explain why Water Service Kentucky is not proposing to include direct costs

related to its asset management goals in this proceeding.

b. Explain when Water Service Kentucky will be implementing the Asset
Management Plan (AMP).

c. Explain when Water Service Kentucky will request the costs associated with
AMP to be included in rate base.

d. Provide the full cost of AMP, and the full allocation amount to Water Service
Kentucky.

RESPONSE:

a. The Company does not expect any direct cost related to its asset management goals in
this proceeding. The Asset Management Plan (AMP) will be developed using internal
resources, including the Director of Engineering & Asset Management, Geographic
Information Systems (GIS) Analyst, State Manager, and Operations staff. If any direct
costs are necessary to complete the AMP, those costs will be included in a future rate
case.

b. The Company has an asset management framework that is constantly under improvement

and implementation. The Company previously implemented standard asset management
practices such as routine inspections of tanks, valves, hydrants, and other assets. For
example, the proposed Clinton and Middlesboro tank reconditioning projects were

identified from routine third-party tank inspections. The “robust AMP” referred to in Mr.
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Guttormsen’s Direct Testimony refers to the update of the AMP currently under
development. The update includes developing a more comprehensive asset register and
completing more rigorous analysis of the asset data.

c. The Company plans to develop the AMP using internal resources, including staff and
software, whose costs are already proposed for inclusion in this rate case.

d. The Company plans to develop the AMP using internal resources, including staff and

software, that are already proposed for inclusion in this rate case.

WITNESS:

Rob Guttormsen
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17. Refer to Guttormsen Testimony, page 10. Provide Water Service Kentucky’s annual

water loss percentage for 2015, 2016, 2017, 2018, 2019, and thus far for 2020.

RESPONSE:

Please refer to the attachment entitled “Response to Staff DR 2.05 — Water Statistics”, provided
in response to staff data request 2.05.

WITNESS:

Perry Brown, Senior Financial Analyst
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18. Refer to the Guttormsen Testimony, page 11. Explain why Water Service Kentucky uses
the payment vendor First Billing Service instead of performing this function in-house or

utilizing WSC or Corix.

RESPONSE:

WSC or Corix are not merchant providers of electronic payments and are unable to
perform this function in-house. WSC has been in agreement with First Billing Services
(FBS) since 2014 as our exclusive provider of electronic payment processing for
debit/credit and electronic checks via online, through an IVR or with a live agent. As
part of the MyUtilityConnect launch in March 2019, WSC integrated the FBS cloud-
based platform with MyUtilityConnect and CC&B to allow for real-time payments on
customer accounts for those customers who choose to pay with a debit/credit or
electronic check. Prior to the integration, payments were posted to customer accounts
once a day as part of a batch upload. The integration with MyUtilityConnect and CC&B
allows customers to receive immediate credit for payment and to be able to view the most
current balance on their account through the customer engagement portal. In addition, as
a result of the integration, for customers subject to service disconnection for non-
payment, the real-time payments immediately cancel any scheduled severance activity
thereby increasing customer satisfaction and reducing operating costs related to field

activities.

WITNESS:
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Rob Guttormsen
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19. Refer to the Guttormsen Testimony, pages 11-13, concerning Business Intelligence.

a.

Explain whether Water Service Kentucky is proposing to include costs related to
Adaptive Insights in this proceeding.

If not, explain when Water Service Kentucky will request that the costs associated
with Adaptive Insights will be included in rate base.

Provide the full cost of Adaptive Insights, and the full allocation amount to Water
Service Kentucky.

Explain whether Water Service Kentucky is proposing to include costs related to
Meter to Cash in this proceeding.

If not, explain when Water Service Kentucky will request that the costs associated
with Meter to Cash will be included in rate base.

Provide the full cost of Meter to Cash, and the full allocation amount to Water
Service Kentucky.

Explain whether Water Service Kentucky is proposing to include costs related to
FUSION in this proceeding.

If not, explain when Water Service Kentucky will request that the costs associated
with FUSION will be included in rate base.

Provide the full cost of FUSION, and the full allocation amount to Water Service

Kentucky by cost amount and type.

RESPONSE:
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a. The costs for Adaptive are included in WSCK’s revenue requirement through the
proposed Corix CAM costs.

b. The costs for Adaptive will not be included in rate base since they are an allocated
expense from corporate.

c. The approximate cost of Adaptive that is allocated to WSCK in the Corix CAM costs is
$613.00.

d. Meter to Cash is included in WSCK’s revenue requirement.

e. N/A

f. The cost for Meter to Cash included in the filing was $94,000. Annualized depreciation
expense of $98.00 is assigned to WSCK in the Company’s direct rate filing.

g. FUSION is included in WSCK’s proposed revenue requirement;

h. N/A

i. The cost for FUSION included in the filing is $14,290,000. Annualized depreciation
expense of $14,822 is assigned to WSCK in the Company’s direct rate filing.

WITNESS:

Rob Guttormsen
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20. Refer to the Guttormsen Testimony, page 16, in which Mr. Guttormsen states that, the

salaries and wage expense has been adjusted with an increase of $191,415 for projected

salaries, taxes, and benefits for employees.

a.

b.

Provide a detailed breakdown of the $191,415 adjustment.

Provide the average annual raise that Water Service Kentucky provided to its
employees for the calendar years 2015, 2016, 2017, 2018, 2019, and 2020.
Identify the location of each employee that received an annual raise in the
calendar years listed.

Provide the minimum raise and the maximum raise that Water Service Kentucky
provided to its employees for the calendar years 2015, 2016, 2017, 2018, 2019,
and 2020. Identify the location of each employee that received a minimum raise
and maximum raise in the calendar years listed.

Explain whether the annual raise was directly connected to a performance review.
Identify all bonuses that Water Service Kentucky provided to its employees for
the calendar years 2015, 2016, 2017, 2018, 2019, and 2020. Identify the location
of each employee that received a bonus in the calendar years listed.

Provide a detailed explanation as to why the cost for employee benefits is
projected to increase.

Provide a copy of each incentive compensation plan that was in effect during the
test year. Further, provide the incentive compensation target metrics for Water
Service Kentucky, and each affiliate allocating costs to Water Service Kentucky

applicable to the test year. Further, describe how the incentive compensation
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21. Refer to the Guttormsen Testimony, page 17. Explain why the four new positions that
have been added since Water Service Kentucky’s last base rate case are necessary, when

Water Service Kentucky has operated without these positions in the past.

RESPONSE:
The Company has placed increased focus on growing the business and implemented asset
management initiatives to reduce asset failure risk and improve operations and thus Business

Development and Project Management resources are necessary to achieve those goals.

WITNESS:

Rob Guttormsen
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22. Refer to the Guttormsen Testimony, page 19. Explain why the Vice President of
Regulatory Affairs and Business Development’s position is not expected to be filled until

the hearing in this case.

RESPONSE:

The Company made an offer on or about March 15, 2020 and was in the process of negotiating
the final terms of the VP’s salary, start date, benefits, etc. However, due to COVID-19 after the
offer was made the Company decided to withdraw the offer and determine the impact of COVID-
19. In July the Company decided that it will report the position in 3Q20 and restart the search
process.

WITNESS:

Rob Guttormsen
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23. Refer to the Guttormsen Testimony, page 21.
a. Explain why the Midwest Project Manager position is not expected to be filled
until the hearing in this case.
b. Provide a breakdown of the $10,000 incremental adjustment that Water Service
Kentucky made to cover costs associated with preventative maintenance on

assets.

RESPONSE:
a. The Company has placed the Midwest Project Manager on hold due to COVID-19.
b. Please refer to the attachment provided in response to Staff data request 1.03 entitled

“Response to Staff DR 1.3 - Filing Template” tab “wp-j(2)-Prev Maint”.

WITNESS:

Rob Guttormsen
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24. Refer to the Guttormsen Testimony, page 22.
a. Provide a detailed breakdown of each category contained in the estimated rate
case Ccosts.
b. If a virtual hearing is conducted due to COVID-19, explain whether the $7,400

cost assigned to travel will be removed.

RESPONSE:

a. Please refer to the attachment provided in response to Staff data request 1.03 entitled
“Response to Staff DR 1.3 - Filing Template” tab “wp-d-rc.exp”. The Company
estimated postage using ERCs and expected postage costs. For newspaper publications,
WSCK used costs incurred in the prior rate case. To calculate travel costs, 5 people were
assumed to be required to attend the evidentiary hearing. Estimates driving consulting
and legal are provided herein as “Response to AG DR 1.24(a.) — Consulting” and
“Response to AG DR 1.24(a.) — Legal”.

b. The travel costs should be removed if the Company does not attend a hearing in

Kentucky and incur airfare, hotel, meals, or transportation costs.

WITNESS:

Rob Guttormsen
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Response to AG DR 1.24(a.) — Consulting
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Response to AG DR 1.24(a.) — Legal
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25. Refer to the Guttormsen Testimony, page 24, in which Mr. Guttormsen states that Water
Service Kentucky reduced the test-year book level of Corix costs by $24,359, because the
Company is not seeking recovery of this amount. Provide a breakdown of the costs
contained in the $24,359 that was removed, and provide a detailed explanation as to why

each cost was removed.

RESPONSE:

Please refer to the Cost Allocation Manual provided in response to Staff data request 2.18 entitled
“Response to Staff DR 2.20- CAM Manual” and the CAM Cost workbook provided in response
to Staff data request 2.22 entitled “Response to Staff DR 2.22 - WSCK Pro Forma CAM Cost
Adjustment TTM - 2020.03.31”.

WITNESS:

Rob Guttormsen
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26. Refer to the Guttormsen Testimony, page 31, in which Mr. Guttormsen requests the
proposed QIP rider to recover a return of 12%. Provide the approved return that the

Commission recently approved for Kentucky-American’s QIP rider.

RESPONSE:

The return put forth by WSCK and cited in Guttormsen’s testimony on page 31 is the same
operating ratio put forth in this case and adopted by the PSC in the previous (4) general rate
cases. WSCK is not proposing a 12% return on capital through its QIP rider, rather an operating
ratio calculated on incremental income statement costs driven by unrecovered plant investment.
WITNESS:

Rob Guttormsen
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27. Refer to the Guttormsen Testimony, page 32, in which Mr. Guttormsen asserts that the
QIP rider would extend the period between Water Service Kentucky’s rate cases. If the
Commission approves the proposed QIP rider, provide the extended period that Water

Service Kentucky envisions would be between rate cases.

RESPONSE:

Mr. Guttormsen stated “All else equal” meaning that if costs and revenue remain constant,
WSCK would not need to file a general rate case to recover costs associate with capital.
WITNESS:

Rob Guttormsen
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28. Refer to the Direct Testimony of Andrew Dickson (Dickson Testimony), paragraph 9.

a. Explain how the proposed low-income volumetric rate does not violate KRS
278.170.

b. Water Service Kentucky states that it will cover any costs associated with the
income verification outside of the revenue requirement. Explain whether Water
Service Kentucky is stating that the shareholders will cover the costs of the
income verification, and provide an approximate monetary amount that the
verification process will cost.

c. Water Service Kentucky contends that approximately 36% of its customers are
assumed to live below the poverty line. Water Service Kentucky further asserts
that the median income in its service area in Kentucky is approximately $25,455.

I. Provide all supporting documentation, broken down between Middlesboro
and Clinton, which Water Service Kentucky relied upon when making the
above assertions.

ii. Instead of providing a low-income volumetric rate, has Water Service
Kentucky ever attempted to limit expenses to allow for less frequent rate

cases?

RESPONSE:

a. KRS 278.170 prohibits the utility to “give any unreasonable preference or advantage to
any person or subject any person to any unreasonable prejudice or disadvantage.” WSCK
intends to improve the equitability of residential rates through our low income rate, not
only enabling a greater number of customers to bear the burden of their bill, but also to
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ensure that that burden is proportionate to the ability to pay that a given customer has.
We are not indicating preference or providing advantage to any person or set of persons.
Instead, we are ensuring that our rates are not blind to the needs of the community that
we serve, and that our rates do not subject any person to unreasonable prejudice or
disadvantage.

b. Yes, WSCK is stating that the shareholders will cover the costs of the income
verification. We have proposed a similar process for a similar rate in Virginia — in
Virginia, we have already identified Elkton Area Services as our potential partner in
income verification for the purposes of a low-income rate. Our arrangement with Elkton
Area Services will cost 10% of the revenue recovered through the special rate, so our
expectation is for a similar level of cost in Kentucky. This would be equal to $88,349.10
for WSCK.

c. As noted directly in Exhibit AD-5 where these values are identified from, the American
Community Survey from 2018 is the source for the data that is the foundation for our low
income rate design.

i. Here are direct links to the source data in census.gov:
o Middlesboro (Zip 40965)

e Avg. Household Size = 2.3
https://data.census.gov/cedsci/table?q=ZCTA5%2040965&9=86
00000US40965&tid=ACSST5Y2018.51101&vintage=2018

e Med. Inc. = $24,556
https://data.census.gov/cedsci/table?q=ZCTA5%2040965%20Inc
ome%20and%20Poverty&tid=ACSST5Y2018.51903&vintage=
2018&layer=VT_ 2018 860 _00 PY_ D1&cid=S1701 C01 001E
&0=8600000US40965&t=Income%20and%20Poverty

o 38.3% poverty
https://data.census.gov/cedsci/table?q=ZCTA5%2040965%20Inc
ome%20and%20Poverty&g=8600000US40965&tid=ACSST5Y
2018.51701&t=Income%20and%20Poverty&vintage=2018

e Clinton (Zip 42031)

e Avg. Household Size =2.5
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Fa
milies%20and%20L iving%20Arrangements&tid=ACSST5Y201
8.51101&hidePreview=false

e Med. Inc. = $34,561
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Incom
e%20and%20Poverty&tid=ACSST5Y2018.51903&hidePreview=fal
se

o 17.3% poverty
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Incom
e%20and%20Poverty&tid=ACSST5Y2018.51701&hidePreview=fal
se



https://data.census.gov/cedsci/table?q=ZCTA5%2040965&g=8600000US40965&tid=ACSST5Y2018.S1101&vintage=2018
https://data.census.gov/cedsci/table?q=ZCTA5%2040965&g=8600000US40965&tid=ACSST5Y2018.S1101&vintage=2018
https://data.census.gov/cedsci/table?q=ZCTA5%2040965%20Income%20and%20Poverty&tid=ACSST5Y2018.S1903&vintage=2018&layer=VT_2018_860_00_PY_D1&cid=S1701_C01_001E&g=8600000US40965&t=Income%20and%20Poverty
https://data.census.gov/cedsci/table?q=ZCTA5%2040965%20Income%20and%20Poverty&tid=ACSST5Y2018.S1903&vintage=2018&layer=VT_2018_860_00_PY_D1&cid=S1701_C01_001E&g=8600000US40965&t=Income%20and%20Poverty
https://data.census.gov/cedsci/table?q=ZCTA5%2040965%20Income%20and%20Poverty&tid=ACSST5Y2018.S1903&vintage=2018&layer=VT_2018_860_00_PY_D1&cid=S1701_C01_001E&g=8600000US40965&t=Income%20and%20Poverty
https://data.census.gov/cedsci/table?q=ZCTA5%2040965%20Income%20and%20Poverty&tid=ACSST5Y2018.S1903&vintage=2018&layer=VT_2018_860_00_PY_D1&cid=S1701_C01_001E&g=8600000US40965&t=Income%20and%20Poverty
https://data.census.gov/cedsci/table?q=ZCTA5%2040965%20Income%20and%20Poverty&g=8600000US40965&tid=ACSST5Y2018.S1701&t=Income%20and%20Poverty&vintage=2018
https://data.census.gov/cedsci/table?q=ZCTA5%2040965%20Income%20and%20Poverty&g=8600000US40965&tid=ACSST5Y2018.S1701&t=Income%20and%20Poverty&vintage=2018
https://data.census.gov/cedsci/table?q=ZCTA5%2040965%20Income%20and%20Poverty&g=8600000US40965&tid=ACSST5Y2018.S1701&t=Income%20and%20Poverty&vintage=2018
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Families%20and%20Living%20Arrangements&tid=ACSST5Y2018.S1101&hidePreview=false
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Families%20and%20Living%20Arrangements&tid=ACSST5Y2018.S1101&hidePreview=false
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Families%20and%20Living%20Arrangements&tid=ACSST5Y2018.S1101&hidePreview=false
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Income%20and%20Poverty&tid=ACSST5Y2018.S1903&hidePreview=false
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Income%20and%20Poverty&tid=ACSST5Y2018.S1903&hidePreview=false
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Income%20and%20Poverty&tid=ACSST5Y2018.S1903&hidePreview=false
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Income%20and%20Poverty&tid=ACSST5Y2018.S1701&hidePreview=false
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Income%20and%20Poverty&tid=ACSST5Y2018.S1701&hidePreview=false
https://data.census.gov/cedsci/table?q=ZCTA5%2042031%20Income%20and%20Poverty&tid=ACSST5Y2018.S1701&hidePreview=false
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ii. WSCK works diligently to ensure we provide a quality product and service to our
customers throughout the year, and part of that provision of service is ensuring
we are financially prepared to provide that service. Rate cases enable that, but
frequent rate cases are a burden not only for the company, but also for our
customers. WSCK has no interest in undo expenses that lead to more frequent
rate cases, as it impinges our ability to provide a timely an equitable return to our
shareholders and diminishes the intimacy we are striving to develop with our
customer base. Yes, WSCK is consistently and perpetually looking for ways to
limit expense to allow for less frequent rate cases.

WITNESS:

Andy Dickson, Senior Financial Analyst
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29. Refer to the Direct Testimony of Stephen R. Vaughn (Vaughn Testimony), page 7.

a. Mr. Vaughn conveys that within the last 18 months, Water Service Kentucky has
received 15 water quality complaints related to discoloration or taste and odor.
Explain whether Water Service Kentucky has received additional complaints
concerning issues other than water quality during the past 18 months, and if so,
provide the total number of complaints received, a description of each complaint,
and the resolution regarding the same.

b. Provide the process that Water Service Kentucky utilizes to address customer

complaints.

RESPONSE:

a. Please refer to the attached file entitled “Response to AG DR 1.29 — Water Quality”.

b. Kentucky is assigned a dedicated toll-free phone number for inbound calls into the Call
Centers. Customer Service and Collections Representatives receive training for state
specific dedicated call handling, and outbound calls for the purpose of collections. Calls
flow immediately to the next available agent with the highest skillset to ensure an
efficient resolution for customer complaints. Contact Center emails and faxes handling
goes through the same method. Both emails and faxes receive a response upon receipt
during regular business hours, or within 48 business hours if received during non-
business hours. Written mail correspondence receives a response within five business

days.
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After-hours (5:00 PM to 8:00 AM ET) emergency service is handled through our
answering service where aa live agent answers every call. The agent will take the
customer’s location, contact information, service issue, and then relay it to the on-call
operations service technician through cell phone texting and email. If the on-call
technician cannot respond within 10-15 minutes, another technician receives a text, or is
called and emailed. An operations manager is always available by phone.

The contingency plan, in case of severe weather, provides continuous customer
call response through live agents located in the Florida, Chicago, and North Carolina,
Call Centers and after-hours answering service located in Oregon. CS Staff are equipped
with laptops and USB headsets, so they can quickly re-locate and continue to respond to
customer calls.

WITNESS:

Perry Brown, Senior Financial Analyst
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30. Refer to the Vaughn Testimony, page 9. Provide the bid results for the Middlesboro Tank
Reconditioning Project, total project costs, and a general update on whether a contractor

has been chosen by the Company.

RESPONSE:

Please refer to our attachment entitled “Response to AG DR 1.30 — Middlesboro Tank

Reconditioning Bid”.

WITNESS:

Stephen Vaughn



CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION

Response to AG DR 1.30 — Middlesboro Tank Reconditioning Bid



















































CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION

31. Refer to the Vaughn Testimony, page 12. Provide the bid results for the Clinton Tank
Reconditioning Project, total project costs, and a general update as to whether a

contractor has been chosen by the Company.

RESPONSE:

Please refer to our attachment entitled “Response to AG DR 1.31 — Clinton Tank Reconditioning
Bid”.

WITNESS:

Stephen Vaughn
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Response to AG DR 1.31 — Clinton Tank Reconditioning Bid
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32. Refer to the Direct Testimony of Shawn Elicegui (Elicegui Testimony), footnote 1,

wherein it states that Corix Regulated Utilities, Inc. was previously known as Utilities,

Inc., and that the name change occurred in 2019. Mr. Elicegui further asserts that Corix

Regulated Utilities, Inc. owns all of the Company’s outstanding stock.

a.

Provide clarification as to whether Corix Regulated Utilities, Inc. owns all of
Water Service Kentucky’s outstanding stock or Utilities, Inc.’s outstanding stock.
If Utilities, Inc. changed its name in 2019 to Corix Regulated Utilities, Inc. then
why is Utilities, Inc. referred to in the pending application 127 times.

Explain whether all Utilities, Inc. employees transferred to Corix Regulated

Utilities, and if not, provide a detailed explanation of the same.

RESPONSE:

a.

Corix Regulated Utilities (US) Inc. does not own the stock of Utilities, Inc. Utilities, Inc.
changed its name to Corix Regulated Utilities (US) Inc. by adopting an amendment to its
articles of incorporation on June 24, 2019. Thus, Corix Regulated Utilities (US) Inc. is
the entity formerly known as Utilities, Inc.

As of June 30, 2020, Water Service Corporation of Kentucky had 1,000 shares of
authorized common stock, of which 100 have been issued and are outstanding. Corix
Regulated Utilities (US) Inc. owns all of the issued and outstanding common stock Water
Service Corporation of Kentucky.

Water Service Corporation of Kentucky should have referred to “Ultilities, Inc.” as “the

entity formerly known as Utilities, Inc.”.
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c. All employees of the US regulated utilities are employees of Water Service Corporation
which is the Shared Service organization that serves the United States regulated utilities.
Employees’ profiles and thus their salary, payroll, and associated benefits are assigned
directly to Cost Centers based on employee job function and location in which they work.

WITNESS:

Shawn Elicegui
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33. Refer to the Application generally. Provide the amount of Supplemental Executive
Retirement Plan (“SERP”) costs included in the test year O&M expenses. Provide these
amounts broken down between the costs incurred directly by Water Service Kentucky,

and the costs incurred through affiliate charges from each affiliate.

RESPONSE:
No SERP was included in the Company’s revenue request.

WITNESS:

Rob Guttormsen
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34. Refer to the Application, Exhibit 4, w/p [j], page 2 of 2, which reflects the projection of
preventative maintenance and repair costs by activity. Refer further to lines 6 and 7,
which both show annual maintenance of 366 hydrants in Middlesboro, one at a cost per
unit of $59 and the other one at a cost per unit of $39. Refer also to the Vaughn
Testimony, page 9, line 14, wherein he discusses that there are approximately 366
hydrants in Middlesboro.

a. Indicate whether the data in lines 6 and 7 represent a duplication of annual costs
for the same hydrants. If not, explain why the two lines of annual costs are listed.

b. Indicate the total number of hydrants that are located in Middlesboro for which
these activity costs should be incurred.

c. Explain why the two different costs per unit were utilized in these two lines and
indicate the appropriate costs per unit for each line. In addition, provide copies of

all supporting documentation to justify the costs per unit.

RESPONSE:
a. Yes, the Company should have excluded the 2019 annual hydrant maintenance of
$21,503.
b. There are 366 hydrants located in Middlesboro.
c. The $59 cost per unit in 2019 includes flow testing of the hydrants whereas the cost per
unit in 2020 do not include flow testing.

WITNESS: Perry Brown, Senior Financial Analyst
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35. Refer to the Application, Exhibit 4, w/p [j], page 2 of 2, which reflects the projection of
preventative maintenance and repair costs by activity. Refer also to line 9, which shows
$19,500 for the cleaning of sludge ponds. Describe this process including the frequency
of cleaning, the number of sludge ponds being cleaned, and a detailed explanation as to
whether the maintenance expense is expected to be recurring at this level on an annual

basis.

RESPONSE:

Several times, 4-8, each month, the water treatment plant filters must be backwashed. The
backwashed water is collected in a holding pond. This pond also receives water from each
settling basin, when they are drained, and washed out each month. The decanted water is
dechlorinated, and discharged to a nearby farm pond, under KPDES permit number KYG640164.
The remaining “sludge” is then washed into one of two other holding ponds. The sludge from
these two ponds is stored moved and stored in a third pond for a year. Before this process can
take place, the sludge from the third pond is removed with an excavator, and hauled to a drying
area, where it is stored for a year, to help reduce the water content. During this year, a backhoe is
used to turn the sludge several times, to help facilitate this process. After this, the sludge is
hauled off to the landfill in Lily Kentucky. Every two years, a metals analysis must be performed

on the sludge material, and documentation must be provided to the receiving facility.

WITNESS: Stephen Vaughn, State Operations Manager
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36. Refer to the Application, Exhibit 4, w/p [j], page 1 of 2, which reflects the projection of
deferred and amortized maintenance and repair costs by project description.

a. For each of the projects listed on lines 18-22, provide the original cost amount
estimate and explain why the costs appear to be higher on this schedule than in
the copies of the estimates provided in the filing and referenced in the Vaughn
Testimony at page 11, line 4. If the increased amounts relate to updated pricing or
the time value of money then confirm the same, and provide all calculations of
such increases in electronic format with all formulas intact.

b. Identify which, if any, of these projects is the same as the Bean’s Fork Tank, for
which cost recovery was requested in Case No. 2018-00208. If not listed in the
pending rate case filing, explain why not.

c. For each of the projects listed on lines 18-22, provide an explanation for the basis
to use a 10-year amortization period, especially since the time that has elapsed
since the last reconditioning of Tanks 1 and 2 occurred 15 and 16 years ago,

respectively, per the Vaughn Testimony, page 9.

RESPONSE:

a. The cost included in the direct testimony of Stephen VVaughn only include cost to be paid
to the vendor for engineering and construction. The cost included in the Company
include capitalized time and interest during construction.

b. No, the cost included in Case N0.2018-00208 was for the tank inspection of the Bean’s

Fork Tank.
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c. The Company included a 10-year life to reflect the anticipated frequency of the tank

repainting.

WITNESS: Perry Brown, Senior Financial Analyst
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37. Refer to the Application generally. Provide a schedule of the amortization expense
associated with each regulatory asset for each year 2016 through 2019 and the test year.
Provide the balance of each regulatory asset at the beginning and end of each of those
years, the amortization expense recorded in each of those years, and the authorized
amortization period. In addition, source the amortization period to the specific case
number in which the Commission approved the recovery and the amortization period, if

any.

RESPONSE:
Please see the attached file, “Response to AG DR 1.37 — Regulatory Asset Summary”.

WITNESS: Perry Brown, Senior Financial Analyst
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38. Refer to the Commission’s June 18, 2019 Rehearing Order in Case No. 2018-00208, at
pages 3-4, which describes a recalculation, referenced in footnote 4, of depreciation
expense performed by Water Service Kentucky reducing depreciation by $22,386 using
the “mid-point depreciation life of the average service life ranges and the net salvage
values in the NARUC survey and eliminating the cost of the computers that have been
fully depreciated.” Provide a copy of the referenced calculation in electronic format with

all formulas intact.

RESPONSE:

Please refer to the attached file entitled “Response to AG DR 1.38 — Final Order on Rehearing
Workpapers 2019.06.18”.

WITNESS:

Rob Guttormsen
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39. Refer to Water Service Kentucky’s response to the Commission Staff’s First Request for
Information (Staff’s First Request), Item 3. Specifically, refer to the trial balance tabs
included in the Filing Template Excel workbook that was provided in this response.
Provide a historical side-by-side analysis in a similar format for all operating income
accounts included in Water Service Kentucky’s trial balance, which shows account
numbers, account names, and annual amounts for calendar years 2017, 2018, 2019, and

the test year. Provide in electronic format with all formulas intact.

RESPONSE:
Please see the attached file, “Response to AG DR 1.39 — Trial Balance”. Please refer to the
attachment provided in response to staff DR 1.03 for the test year trial balance.

WITNESS: Perry Brown, Senior Financial Analyst



CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION

40. Refer to Water Service Kentucky’s response to Staff’s First Request, Item 3, Specifically,
refer to the trial balance tabs included in the Filing Template Excel workbook that was
provided in this response. Further, refer to the balance of $756,025 that is included in
account “1555 TRANSPORTATION EQPT WTR” of the above-referenced Filing
Template Excel workbook.

a. Provide a schedule of all vehicles that are included in the above-referenced
$756,025 balance, which identifies the vehicle, purchase date, and purchase price
(plant in service).

b. Provide the calculation of depreciation expense for each month during the test
year showing the plant balance used, the depreciation rate, and the monthly
computed depreciation recorded each month for each depreciation expense

account.

RESPONSE:
Please see the attached file, “Response to AG DR 1.40 — Vehicles Schedule”

WITNESS: Perry Brown, Senior Financial Analyst









CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION

42. Refer to Water Service Kentucky’s April 3, 2020 filing in Case No. 2018-00208. The
filing demonstrates that Water Service Kentucky refunded $52,088 to the customers via a
Tax Cut and Jobs Act Surcredit; however, the Commission had ordered a credit of
$54,199. Explain how Water Service Kentucky intends to refund the additional $2,111 to

the customers.

RESPONSE:

Please refer to the PSC’s final order on reconsideration in Case No. 2018-00208. WSCK did not
collect nor refund more or less that 5% of $54,199.

WITNESS:

Rob Guttormsen



CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION

43. Refer to Case No. 2019-00284, in which the Commission granted Water Service
Kentucky’s request for a deviation from 807 KAR 5:006, Section 26, and allowed the
Company to inspect smaller valves every three years. Water Service Kentucky asserted in
the above-referenced case that the deviation would save the Company approximately
$25,074 per year. Explain where these savings are included in the pending rate case
application.

RESPONSE:
The $25,074 represent the costs to pay an additional employee that would be needed to properly
inspect all of WSCK’s valves, on a yearly basis.

WITNESS:

Stephen Vaughn
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